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modities will naturally advance more than others. A few articles will sell for less 
a year from now than they do now. The cost of living will advance steadily, lagging 
wholesale prices. 


VACANCIES. During the past twelve months, residential vacancies have been 
absorbed at a tremendous rate, In all cities where surveys have been made in the 
last few months, apartment vacancies have disappeared at a more rapid rate than va- 
cancies in other types of residential units. That this would be the case was fore- 
cast in the June, 1955 issue of the Real Estate Analyst. The absorption of residen- 
tial vacancy will continue during 1934 and 1935 but we do not expect it to be at as 
rapid a rate as was experienced during the early summer of this year. 


The absorption of commercial vacancy will be slower. We expect relatively 
little improvement in office absorption this year in most cities. Store space in 
good locations will find an increased demand before 1934 is over. Store space not 
strategically located will always be rented with difficulty. The demand for light 
‘Industrial space will show some improvement later in the year. 


RENTS. We do not anticipate any increase in residential rentals before 
fall as ow studies show quite clearly that in the past rentals have not advanced 
until vacancy was reduced to a level much below the present, When this condition 
arises, rentals rise rapidly. We believe that apartment rentals will increase first, 
followed sometime later by single family residences, flats, etc. 


Office building rents will probably decline slightly further unless the 
owners succeed in working out some acceptable price fixing arrangement with the NRA 
at the hearing in Washington this week, 


REAL ESTATE ACTIVITY. During at least the first half of 1934, real estate 
activity, as measured by the number of voluntary transfers in relation to the number 
of families,will increase only as the moneyed public is educated to buy for a profit. 
As the year progresses, if a fair degree of business recovery can be maintained,more 
people will realize the fundamental investment possibilities and activity will in- 
crease still further. At the present time, activity is 58.4% below normal. We be- 
lieve it may get to 35-40% below by the end of the year. This is still a low level 
but it is a level which under present conditions should return a slight profit to 
those still in the business operating on the reduced overhead of the present. 


FORECLOSURES. In 1926, the foreclosure rate started up. In the spring of 
1932 it passed all previous records. In the fall of 1933 it reached a peak of 43% 
higher than the previous high of December, 1878. It is now 24% below the high of 
last fall. We believe that the foreclosure rate will drop rapidly during 1934. 


CONSTRUCTION. Unless construction loans are made available from federal 
sources for individual residences, there will be very little residential building of 
this sort during 1934. Practically the only multi-family dwellings which will be 
built during the year are those slum clearance projects which are receiving govern- 
ment loans. The outlook for commercial and industrial buildings is slightly better 
than last year. Heavy engineering work with government backing is going ahead at a 
fairly rapid rate. 


CONSTRUCTION COSTS. In spite of the fact that private building will show 
little gain, construction materials will advance further during 1954. They are now 
25.8% higher than they were the first week in March, 1933. Labor costs will also go 
up under code operation. 


REAL ESTATE PRICES. The first indication of an increase in general real 
estate prices will be the disappearance of distress bargains. The increase in re- 
Placement cost which is now taking place will gradually increase the value of all 
buildings already built. This increase, however, will be slow at first. 





The information and charts contained in this re- 
port are protected by copyright and are restrict 
ed to the confidential use of subscribers only. 
The Real Estate Analyst is published monthly by 
Real Estate Analysts, Inc., Saint Louis, a sta- 
tistical, survey and appraisal organization. The 
subscription price is $180 a year, payable semi- 
annually in advance. Real Estate Analysts, Inc., 
is not engaged in financing, management or bro- 
kerage of real estate. 
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THE SHADOWS ON THE MOON 


ee OUGH Holy Writ has statéd that the earth is flat, Magellan looking at the moon 

and seeing that the shadow of the earth thereon is round, reasoned that as the 

shadow, so must the substance be and pressed on." Thus did a companion on his 
voyage describe the man who headed the first expedition to circumnavigate the globe. 
After more than two years at sea, sick, short of food,with a mutinous crew Magellan 
pressed on because of his faith in "a shadow on the moon". No doubt many §oractical 
men” who knew the earth was flat - for hadn't they walked on it all their lives with 
out falling off? - told Magellan he was wrong. These "practical men" have had a num- 
erous progeny. Their descendants are still insisting that nothing is true except 
their own experience and that nothing can be learned by lifting one's eyes from his 
desk. 


Men of faith and courage, who can see "the shadow on the moon" are needed 
in the real estate field today. Too many real estate brokers in the past have con- 
ceived their function to be the parasitic job of operating a toll gate between the 
buyer and the seller. But collections at the gate are small as few are passing along 
the road today. 


In a period like the present the broker must sell not a piece of ground 
or a house or a building, but the future of real estate. If he does that first, it 
is easy to sell the specific piece of property. 


But how can the future of real estate be sold? By showing the prospect 
the “shadow on the moon" - by lifting his eyes from the present - by showing him the 
rhythmic swings in the past from frigidity and low prices for real estate to fever- 
ish activity and high prices. By showing him the forces at work which will inevit- 
ably reverse the present cycle. By convincing him that now is the time to buy. 


Now is the time to buy! We cannot emphasize this fact too much. 


If you are a broker and would befriend your client - make him buy. If 
through the failure of your salesmanship he lets the present golden opportunity slip 
through his fingers, you have failed in the only economic function which justifies 
your existence as a broker. Study the August, 1933 issue of the Real Estate Analyst 
on Basic Cycles of Real Estate Activity. Memorize it if need be. Become thoroughly 
familiar with the effect of changes in replacement cost on real estate values as giv 
en in the July, 19335 issue and the page of Significant Facts to Remember about Real 
Estate in the same issue. Be sure of your facts; use the long chart in this issue 
to show the recurring cycles and the fact that we are starting to pull out. 


If real estate is not your business and if you are fortunate enough to 
have liquid assets - buy. No risk you take now can even approach the risks you eag- 
erly assumed five or more years ago. Do not stumble over nothing when you have 
walked undismayed over vast chasms. Do not let friends who have lost money in real 
estate dissuade you. We all know that real estate is in trouble today, that people 
have lost fortunes on it; that foreclosures are still at record heights,that rentals 
are still dropping, that vacancy is still high, that thousands of people would sell 
every bit of real estate they own if they could only find a buyer. These are the 
reasons to buy - not to sell. If any one can study the measured facts of the past, 
the long chart in this issue for instance, without bécoming convinced that now is 
the time to buy, he cannot learn by experience. We all know that those who bought 
real estate in the late seventies, or in the late nineties and in 1916-1918, made 
money on their purchases. Look at these periods on the chart. Due to the high fore- 
closure rate in this depression, distress bargains are greater than ever before. 
These bargains have carried other prices down with them but they will not stay down. 
The chart shows clearly that unless all of the tendencies of the past are completely 
reversed, prices will show a material advance in the next few years. 


The long chart in this issue shows graphically that real estate moves in 
long cycles far more definite and pronounced than those of general business. (The 
lower chart showing general business is drawn to the same scale as the upper one 
showing real estate.) 


Notice how foreclosures are dropping after reaching a point 44% higher 
than they reached in 1879. Notice how marriages have started up. Rentals will sta- 
bilize and turn up next and then new building. In the lower chart notice how whole- 
sale prices have started up. All of the power of the government is being used to 
return prices to the 1926 level. Re-read page 148 in the May, 1933 issue and study 


(continued on Page 228) 
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THE SHADOWS ON THE MOON (Continued from Page 223) 


the chart on that page showing that building costs always go up when wholesale pric- 
es rise, When building costs go up all buildings already built increase in value. | 
Study the chart on page 229 in this issue showing the way building material costs | 2 r 
have already risen. The measured facts of the past are “the shadow on the moon", the 

reason for your faith, which will inspire you "to press on". Become saturated with 
these facts and you will be surprised at your new enthusiasm and power. 





THE ABSORPTION OF VACANCIES 


HE field check of dwelling unit surplus for December indicates that the ground 
lost in November has been regained in December. The percentage of occupancy of 
all types of dwelling units at the beginning of 19354 stands at 90.9. 


The table below gives the percentages of occupancy for each type of dwel- 
ling unit for the past four months in comparison with the vacancy survey of November, 
1932, which was made under the direction of Real Estate Analysts, Inc. 


It will be noted that by far the greatest percentage increase in occupancy 
is in apartments, which show an increase from 79.4% in November, 1932 to 88.8% in 
December, 1933. Nearly half of the apartment vacancies have been removed from the 
market,or reduced from 4051 in November, 1952 to 2195 in December, 19353. 


The next greatest percentage absorption is in "all other residences" which 
show an increase from 81.1% in November, 1932 to 86.6% in December, 1933 or the 
11867 vacancies existing in November, 1932 have been reduced to 8400 in December, 
1933. 


Two-family flats follow in percentage occupancy increase, changing from 
87.9% in November, 1952 to 90.6% in December, 1955 or the 8788 vacancies existing in 
November, 1932 have been reduced to 6820 in December, 1933. 





Single family residences have shown the smallest percentage occupancy in- € 
crease, which would be expected on account of large percentage of owners residing in 
their own homes. Percentage of occupancy of single family residences increased from 
95.0% in November, 1932 to 96.0% in December, 1933 or vacancies reduced from 3521 in 
November, 1952 to 2855 in December, 1933. . 


The number and the percentages of the vacancies absorbed during the period 
of November, 1932 to December, 19535 are: 


TYPE NUMBER VACANCIES NUMBER ABSORBED PERCENTAGE OF 
NOVEMBER, 1932 DECEMBER, 1933 ABSORPTION 

DECEMBER, 1933 
Single Family Residences 5521 686 19.4 
Two-Family Residences 8788 1968 22.4 
All Other Residences 11867 35467 29.2 
Apartments 4031 14838 45.6 
Four Types 28207 7959 28.2 


From studies by Real Estate Analysts, Inc., dwelling unit surplus in the 
City of St. Louis from the year 1905 (see July, 1932 issue) it is estimated that the 
present surplus of all types of dwelling units is approximately the same as the sur- 
plus existing in the latter part of 1929. This indicates that the surplus which ac- 
cumulated from the fall of 1929 to the fall of 1932 has been absorbed during the 
past year. The turn of the corner and the rapid advance in the right direction are 
most encouraging to all real estate interests. 


TYPE PERCENTAGE OF OCCUPANCY 
Nov. 1932 Sept. 1955 Oct. 19353 Nov. 1933 Dec. 1933 





Single Family Residences 95.0 95.4 96.2 96.1 96.0 

Two-Family Residences 87.9 90.6 90.4 90.6 90.6 

All Other Residences 81.1 85.9 86.8 85.5 86.6 q 
Apartments 79.4 84.1 88.5 87.8 88.8 

All Residential Quarters 87.2 90.0 90.9 ‘90.5 90.9 
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The chart above shows’ the drop in the gold value of the dollar since the 
United States officially suspended the gold standard on April 19. 


While there are many factors which affect prices, as a general rule prices 
go up when the dollar decreases in its gold value,and down when the dollar increases 
in its gold value. 
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Building material costs have advanced 25.8% since the first week in March, 
as measured on the Irving Fisher index shown on the chart above. 
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(NUMBER OF FAMILY ACCOMMODATIONS PROVIDED EACH MONTH BY ALL NEW BUILOING PERMITS 
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THIS MONTH ii! 
LAST ® 127 
YEAR AGO 126 


APARTMENT RENTALS 

Drop during the month............ 3.0% 
Drop since the first of the year.15.6% 
Drop in the last twelve months...15.6% 
Drop from the peak in 1922..... » 46.0% 


SINGLE FAMILY RESIDENCE RENTALS 

Drop during the month........... . 4.2% 
Drop since the first of the year.10.0% 
Drop in the last twelve months...10.0% 
Drop from the peak in 1924...... 037.3% 
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were times during the building boom 
when as many dwelling accommodations 
were built in a single week as have 
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figures shown on the chart to the left 
are corrected for seasonal fluctuation 
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